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District Director, Philadelphia, PA ..l I:< :,': ~," *: 
'Attn: Chief, S.xamination~ Division ~ ,,,,.'G ., 

Assistant Chief Counsel (Corporate) 
National Office CC:CORP:03 

  - ----- ----- ----- -------- --e issued a private letter ruling .(PLR) 
to ------- ------- ------------- ----- (  ----). The PLR was issued pursuant ,,; 

.,.to ---------- ------------------- of ---- Internal Revenue Code, which .'. '. " 
:,zauthorixes the Secretaryto waive section'l504(a)(3)(A);_ ':, :I ., .:-,;': 

Section;1504(a),(3)(A) prohibits reconsolidation of a : ,,.::,.:a!, ~,:'?? ,',:, ;.,' 
,,;! corporation with an affiliated group,'filing 'consolidated .~ ", 
'(returns ,for five years after the taxable year in which such 

'&,.~ 

corporation ceases to  --- a ,member of ,such.affiliated group.. '. 
,Thus; then PLR allows ----- to join ,in the filing of a 

"consolidated federal -----me tax return with the affiliated 
igroup of which ,it is the common parent. 

: ‘, ~ a; 
:' ,.;y:,, \ ,,.~,,, -~I, 

,,. ,During our review 'of the c  -----
I,* ,.) .; .', i : 

we learned tha  ----- ----------.,,, 
~  ------------ -ffiliated group to ~which, ----- Chad belonged,~ ------- --------- ,..,,:::'i'~?! ,. .~ :,-.;------------;',had expens  ---- questiona---- item ,in ,oonne------- ------------' 

----- ----uisition of ------, The item is $  ------------- in investment ,-:+ ~': 
counseling and unde------ng fees income- ---- ----- -ale of .:' 'A..,,:, ~' ~,.',Y 

~",prsferred  -------- ---- are bringing this matter to your ,attention ::. 
':,,because ------- --------- is within your jurisdiction.. 
,., ,,., i_'~::. ---i 

,' Prior to   -------- --- -------   ---- was included on a ~, 
consolidat  -- --------- ---------- --x -----rn filed by,its former ", 
  -------- ------ --------- ----- (  ---------------- ------). As of the close of 
--------- --- --------   ----- --------- --------------------  --- percent of the 
---------------- ------------ ------- ---   ---------------- ------- As a result, each 
member of the ----------------- ------ ----------- ----up ceased to be  -
  ---------- of such ----------- -----p and became a member of,the -------,. .' .:~ 
--------------iated group as of   -------- --- ------- 

Solely for the purpose of acquiring   ----,   ----- ---------
  -------------- two wholly owned subsidiaries:   ---- ----------

  ---------------- (Holding), which was a,direct su----------- ---   ----- '% 
---------- ---d   ---- --------------- ---------------- (Acquisition), -------- i'l ", ~~ 
------ -- --rect -------------- --- -----------   --------n   -------- -- ,and ,' i:',.'~'. 

,  ---------- ----- -------   ----- --------- acquired ------ pe------- --- the !-:~.,::/'Y.: 

  

  
  

    

    

  
  

    
      

    

    

    

    

    
  

          

  
  

    

  
    

  
    

      
  

    



Bet  -----   --------- and   -------- ----- -------   ----- ---------
acquired ------ t---------- -- tende-- ------- --- -----ui------- ---- --l of 
the outsta------- stock of   --------------- ------, and the subsequent 
mergers (collectively, the- ------------------ described below. t .' 
Pursuant to the tender   fer, ~which was commenced in   ---- -------, 
  ------------------chased~-98:pe----nt of the outstanding c---------------- -: 
-------   ----------------------------   ------------------- Following :' ,'-~, 
  ------------------ ------------  ---- ------- -------------- was merged into,,,'~:: 
  ---------------- ------ on ---------- -----   ------ -------------- ----- for cash~) : 
----------- ----- ------e) ----- ---------- ---   ---------------- ----- common stock 
  ------ ----------------ion, ,Holding-and   ----- ---------- Holding and. 
----------------------- 'were~then merged into-------- ------   ---- surviving.'; 

,*, ,, i,,' : ,,,'. ,'-- ,'   -! 
  -- -- -------- of'the~mergers descri  -- above, on ---------------

:  ------ ------- ------------ld appro  -----ely.95 percent of t---- ------ ----- 
  --------------   ---------- --------.and ----- percen-- of the preferred stock 
,of ------. In -----------   -----,   ----- ---------- transferred all of its 
pref------- st----- --- ------ -- -- ------ ------- for cash. On its ', 
consolid  ---- --------- --come tax return for its   -------- year 
ended ----------- ----- -------,'P  ---- --------- treate~d $--------------- in 
investm----- -------------- an-- ----------------- fees as --- ---------e $of :.'. 
sale of the preferred stock,, which resulted in ,a capitalloss.": 
The capitalloss-,Nas not used,in the   ------ consolidated return.:: 

,',.,' z,: 
The"A&quisition was initially,funded by   ----- -------------',:- 

equity c.ontribution of 8  ---- --------- ($2  --- --------- ---- ---- :~ 
purchase of the   ---- conve-------   ----------- --------- --e issuance. 
by Holding of ,a-------imately 8-------- --------- principal-amount ,of 
Senior Increasing Rate Notes ------------- ---   ---- in the Merger), L 
and funds provided under a revolving line --- credit (the 
"Bridge Financing"). 

According to certain filings made, by   ----- to the 
  ----------- and Exchange Commission (SEC), ~-------ximately $  ------
--------- of Permanent Financing was required to pay off the-
--------- Financing and to pay certain expenses, including 
expenses incurred in connection with   ----- ----------- sale of the 
  ---- preferred stock in   ---------- ------- -------------- --e SEC filings 
------est that   ---- was to ----- -----   --------------- investment 
counseling an-- ---derwriting ,fees ----- ------- been claimed as a 
deduction on the   -----   ----- --------- consolidated return. 

  ----- --------- asserts that the formation of Acquisition ,_ ------- --------- asserts that the formation of Acquisition ,_ 
and Hol------ ----- -----ubsequent merger of Acquisition into and Hol------ ----- -----ubsequent merger of Acquisition into ,," ,," 

,,,,: :I ',: ,,,,: :I ',: " " 
,~),'! ,~),'! 

.,_ :;: .,_ :;: ,. ,. ,. ,. 
,., ,.. ,., ,.. j! ,~ j! ,~ 

  
  

  
  

      

    
    

  

    
  

  

    
    

  
      

  
      

  

      

  

  

  
    

  

  
  

  

  
  

  

    

    
    

  

    

  



'Di+ict Dire&++; .Philadelphla, .PA 
Attn; Chief, 'Examination Division,;, *>,,j.,. ~. ,,:.," 

  --------------- ------ and Holding into   ---- should be disregarded for. 
'---- --------- -----me tax purposes; ----- the Acquisition should be 
.characterixed as a taxable acquisition of the   ---- common stock.' 
As a result, if   ----- --------- paid them, it see---- -hat   -----
  ------- should c----------- ---- $  ------------ in fees as an-

,' -----------l cost for its   ---- com------ -------- :'. ,, " 
:' .' 

If you would like to discuss the -facts 'or law,involved or 
:we may assist, your' offices in any wayinthismatter'please, ~-':~'~' :.: 

.':.contact Richard Coss, CC:CORP:03, at'(202),$,566-3422. ~::".~'-.;:, 

Sincerely, J ,. 

Assistant Chief,~Counsel (Corporate) 

    

  
    

    
  

  


